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RIVATE long-term debts in the United States fell 4

billion dollars from an estimated total of 74.3 billion
in 1934 to 70.3 billion in 1937, extending & downward
movement in progress since 1930. Public debts, com-
prising debts of Federal, State, and local governments,
continuing an upward trend in progress since 1930, rose
from 46.8 billion dolars in 1934 to 55.9 billion in 1937,
an increase of 9.1 billion doilars.

Estimated interest payable accruing on long-term
indebtedness, as shown in table 1, declined from 5.85
billion dollars in 1934 to 5.45 billion in 1937, a decline
of 400 million dollars, or 6.9 percent. A falling rate of
interest, which enabled many borrowers to refund their
debts at lower interest rates, and the relstively large
sums obtained by the Federal Government af rates
lower than the average were the major factors giving
rise to this divergence in trend between the aggregate
amounts of interest payable and debt outstanding.

The average rate of interest payable on private long-
term débt declined from 5.63 percent of debt outstand-
ing in 1934 to 5.28 percent of debt outstanding in 1937.
The amount of interest payable on private long-term
debt declined from 4.18 billion dollars to 3.71 billion
during this 3-year period. During this time the interest
payable on public debt experienced a relatively slight
change. After declining 82 million to 1.59 billion in
1935, interest payable on the public debt rose during
the 2 suceeeding years to 1.74 billion in 1937, or only
about 70 million more than the 1934 total. The esti-
mated average rate of interest payable on public debt
in 1934 was 3.57 percent, as compared with 8.11 percent
in 1037,

The scope dnd concepts employed in measuring long-
term debts determine to a very considerable extent the
size of the debt estimates. The sources and definitions
used in this study are, in general, the same as those
employed in:an earlier study! of long-term debts
covering the period from 1912 to 1934, As in the

L The concepts and methods employed ere the sama as those used in the earlicr
study made by this Burean noted in the paragroph below, exespt in the compilation
of industrial and poblie-utility long-term-debt totnls, In the present srilcle, the
totals for the {wo groups are compited from unconsolidaied balance sheets submitted
with Federal incotne tax returns under the Revenne Act of 1934. Estimntes in the
earlier study are based io part on comsotidafed balance sheets. Smaller revisions In
farm-mortgngs and arban rezl-astate mertgage fotals are che result of fmprovament
In the available primary deia. Esiimates of the earlier stirdy lor 1934 are given in the
tootnotes of tabla 1.

Fora ¢omprehensive 6 of the'

pts, seope, and limitations of the loog.

term-deht estimetes, s well as the sources rnd methods of estimation, the reader js |

referred to the votume entitled “Long-Term Debts in the United States,” by Donald
. Borten, published by the Department of Commerce as Domestic Commetee
Series No. 36. Copies of this publleation may be obtained for 20 cents a copy from the
Superintendent of Documents, Washington, D. C., or from sny District Ofico of
the Burcaw of Foreign and Domestic Commerds.

earlier study, the debtor unit is the separate reporting
business unit. In the main, these consist of various
governmental units, individuals, unincorporated busi-
ness enterprises, and private corporations.
Balance-sheet data submitted in connection with
filing Federal income-tax returns constitute an im-
portant source of long-term-debt information. The
Revenue Act of 1934 materially changed the reporting
unit for industvial and public-utility corporations.
Under this act, the fiing of consolidated corporate
tax returns is limited to steam railways. Generally,
the industrial and public-utility debt totals of this
study reflect the debts of operating units as shown on
unconsolidated financial statements and, accordingly,
are not strictly comparable with totals of the earlier
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Figore 4 ~Estimated Long-Term Debe, by Major Classes.

study, which were based in part on consolidated state-
ments. Owing to a paucity of information, no attempt
was made to include the debts of individuals and

The debt totals for Federal, State, god logal governments ineiude debis maturing
in less than 1 year from date of issue, sinee such short-ierm debts erc quito geoerally
refunded apon maturity. Factors such as o relatively lower interest rate on shoxe-
term debd as compared with long-term debt, or the distribution of maturities on
existing debt may cause governmental units to finaoee s part of their long run Aoan-
ciel requirpments with short-term credit instruments. The smouet of such debts
ineluded is stated in the tootnotes of table L and olsewhere in this artiels, The debd
totals for railroad, industrial, public etility, and other corporations do not includa
short-term liabilities. It is estimated that the short-term Jinbilities of private cor-
porations and individusls together with the liabillties of banks to depositors, and
lisbllities of insurance companics to policy holders, ete,, would approximate in
asitonnt the public and private long-term debi outstanding, Studics show that
public and private long-term ond shori-term debt sutstandiog fo 1937 is approxi-
mately the same in amount a- that cutstanding in 1029,  Debt estimates which wiil
inclnde short-term dehls of private corporations and individuals are now n prepa-
Tation.
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unincorporated enterprises except in the farm-mortgage
and urban real-estate mortgage categories.

Yolume and Composition of Private Long-Term Debt

Private long-term debts, as classified in this study,
are divided into five groups: (1) Railway, (2} industrial,
(3) public utility, (4) farm-mortgage, and (5) urban
real-estate mortgage debts. To permit a more detailed
analysis, the industrial, public-utlity and urban real-
estate mortgage debt totals are further subdivided.

Railways.

The volume of long-term debts of all steam railways
in the United States, including switching and terminal
companies, comprising 18 percent of private long-term
debt, declined moderately—irom 13.4 billion dollars in
1934 to 13.1 billion in 1937, a decline of 2.3 percent.
These debt totals consist of funded debt unmatured,
funded debt matured and unpaid,? and receivers’

1Railwny funded debt matured and unpaid consists ¢f bonds 1n delault of prineipal
and is clagsed as a current lability by the Interstate Commerce Commission. Inthis
debt stady, however, it s treated as Iong-term debt, since (L was 5o classifled prior to
detanlt and may in the ordinacy conrse of fingneial reorganization again be refunded or
converted into other forms of long-term capital. Railway funded debt raatured and

uapaid should be distinzuished (rom railway bonds in defandt of interest or principal.
Ot Decomber 31, 1937, there were $2,774.000,000 rail way bonds in defswlt of interest or
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certificates. As shown in table 2, unmatured funded
debt outstanding declined 576 million dollars from 1934
to 1937, partly as a result of a transfer of debt in default
of principal to funded debt matured and unpaid.

Table 2.=—Railway Funded Debt
[Tn milliens of dollars)

Funded
) Funded | “gabt | e, | Totat
Year magured funded
un- and certifi- debt
matured unpaid cates

1934 - 13,047 32 45 13, 413
J0B5 st e emm e e e am 12, 747 452 52 3,251
1925.... 12,624 576 G5 13, 265
b L U 12,471 573 85 13,109

Bource: Interstate Commarce Cotnmission, Statisties of Raflways—Statements 17,
42, 43, and M,

A large portion of unmatured debt ocutstanding in
1937—9.89 billion out of 12.47 billion-—consisted of
mortgage bonds. Collateral trust bonds accounted for
812 million; equipment trust obligations for 562 mil-
lion; income bonds, the principal of which is usually
secured by mortegage lien, although interest is contin-
gent upon income, 313 million; and miscellaneous fund-
ed obligations for the remaining 396 million, No mate-

principal. Bonds in default of interest but not yetmatured sre ineluded in funded . . ., .

debt cnmatared. rial change oceurred in the composition of unmatured
Table 1.—Estimnated Public and Private Long-Term Debt, Average Interest Rate, and Interest Payable, in the United States, 1934=37 1
[In millions of dollars]
1934 1935 1836 1937
Itam P Aver- | Aver- Aver- Avor-
‘arcent Percent. Porcent: Porcent
Debt | of tota] | 362 iD- |Interest] pyope of total | 228 in- |Intecest] yyors |oftotat| 28€ i0- [Interest] pope |ofioie) | 36° in- |Interest
terast |poyable terest |payable terest |payable) terest [payable
debt | Tt (P debt | “aber [P debt | T debt | T2
PUBLIC DEBT
Fedoral 27,044 2.1 2 960 827 [ 29, K96 24.4 | 2554 756 | 33,680 2714 2.570 866 | 36,715 2.1 2568 M3
Stateand localo oo comam oo .| 18,823 15.51 4.48 844 § 18,672 15,0 | 4.30 833 | 18,212 15.4 | 4.26 815 | 19,152 15.2 ] 4.16 07
Total, public debt. -cceanaa A6, 767 38.6 | 3.57 1,071 | 48, 563 40.0 | 3.27 1,580 | 52,911 42.5] 3.18 1,684 | 55, 867 #.31 3.11 1,740
PRIVATE DEBT

ilway. 13, 413 1L1 | 450 613 | 13,251 10.9F 4.60 610 | 13, 265 10,7 | 4.58 G604 | 13,100 4| 45 506
[ndustrinl 8, B00 7.3 560 403 | 8,376 6.9} 655 465 | 8,040 6.5 5,42 436 | 7,762 G.1]| 528 410
PUblte QtEHLY e oo emvmnememnen | 13, 397 2| 500 692 | 13,850 1.4 | 4.99% 691 | 13, 790 1L1| 4.8 870 | 13,574 Lo} 47 653
Farm MOTLEAZE. . ne 6.3] 578 442 | 7,500 62| 533 400 , 255 58 5.25 381 | 7,082 541 525 372
DUrban mortgags. .- —ecovomrne---| 30 845 2.5 ]| 6.30 1,943 | 20,854 24.6| 610 1,521 | 26,109 234 | 600 1,747 | 25,505 2261 59 1,652
Tatal, private debt.__.....| 74,300 6l.4| 563 4,185 | 72,831 600 | 547 3,987 | 71,450 §7.5 | 537 3,838 | 70,335 557 | 5.%8 3,713
Total, long-term Gebt..._.-. 121,007 | 108.0 ¢ 484 5,856 121,380 | 100.0| 4.50 5,576 [124,370 | 100.G ! 4.44 5, 522 126,202 | 100.0 | 4.32 5,453

1 All estimates are considered as ef end of calendar yoar, except those for Stale and locai debt, which are as of June 30. Approximately three-fourths of the State and loenl
government units end their fiseal year on Juns 30 or during the 3 months immedintely preceding Jane 30.

Unless spacifically noted, the seurces Msted below are used onl

1. Federal debt.—Annual

tor estimates on volums of debt outstanding: N
Report of the Seeretary of Treasury, Fune 30, 1937, table 33, p. 442, and the Dae, 31, 1937 statement of public debt, for volume of interest-hear

ring
debi outstanding, computed annual ingerest charpes and computed rate of interest. The Federal debt totals include short-term debt consisting of bills and cortificates of
indelstedpess in the following amounis; 1934, 1,954 miilion dollars; 1935, 2,404 million; 1936, 2,202 millior; 1937, 2,602 million. Comparable figures lor totel Faderal debt for fiscal

Fears ending June 30 are: 1934, 26,45 million dollarg; 1035, 27,645 million; 1938, 32,768 million: 1937, 35,503 million.
30, 1937, tables 50 and &1, pp. 465-469,

2. Staife and foret debt.— Annual Report of the Secretory of Troasary, June

for volume ol uix-axempt interest-beariog debt outstanding

as of June 38 for years covered. State and loeal debt totals inglude short-term interest-bearing debts which in 1937 aounted o 891 million dollars. Shord-term debt estimnates

for the remaining years are not avafleble. 'T)
with the Deparfment of Meree,
Interest payable determined by comprehensive sampla of outstanding de
1034-37 period.

'he estimate of Junc 30, 1937, is based in part on a questionnaire survey conducted by the Tressury Department in cooperation
Burean of Censns. 'The previoast Euhlished estimates for tho years 1932 through 1936 wero revised in conformity with this survey.
t in 1934 a5 deseribed in “Long-Term Debts, 1012-34.” and by sample of new issues during

3. Fathway detd.—~CQotopiled from Gate of the Interstate Commerce Commission, Statisties of Railways, statements 17, 42,43, 45, and 46 for volume of railway debt for

1034-37, Interest nce

mued on funded debt unmatared vresented in Statement 24 contprises a largf part of interest payable on railway debt, presented in the table. The re-

mainder consists of interest pagnble oo recefvers’ cortificates and matured but unpaid funded de

4. Indusiriol and public-ulitily dedt,—Bot& and mor
bose, the totals for 1934, 1938, and 1937 were extrapolated by
snd i:y new issues and retiremnents during 1934-37 pariod.

§. Farm-morigoge dedl.—Bureau of Agricoltar
My 1938 and Novomber 1938. Intecest payable, Burean of Agricultural Economi
i, Urban-real-estate morty

5

age debt —DEvision of Research and Statistics, Federal Home Loan Back Board, for velume of outstandi
houses. Buareau of Internal Revenue for bonds and mortgages of real-estate mortgage corporations. Estitnates on the remainder of ur

comptlations [rom tax returss of the Burean of Interna) Rovenue for the 1935 total. Using the 1635 egerezato os a
mesns of & corporate sample. Interest payable determined by cotnprehensive ssmpls of obtstanding debt in 1934

Eooﬁomics. frotn reports on farm-mortgage debt by Donald O. Horten and E. J. Enquist, Agrienlturn] Finance Review,

morigages on 1- Lo 4-family dwelling
o mortgages outstanding are based

chisfly on the finonefal statements of banks, soving and Ioan associations, and life-insuranes companles; and on the published volume of repl-estate moctgnge purchases by life-

Insuranco companies.
Thie 1934 totals for industeial, public-utility, ferm-mortgage, and

Long-Term Debis, 1912-34. The pre ¥ pub;

rel-estate mortgago, 30,440 million, compased of 17,740 tniltion of urban homea-mortgage debt and 12,700 million of othar urban realty debt.
ted at 30,848 milifon dollars, of which 18,145 milllon consists of urban homneanortgage dobt, and 12,700 miltion consists of otbor urban-realty deht,

mortgage debt for 1934 1 estioa

nrhan-mg long-term dobt presented above represent revisions of the preliminary estimates given in
lished tetels for 1934 are: Industrial, 8.472 million dollars; public utility, 14,730 millien; form mortgage, 7,770 million; urben

In the above table, urban real-estate
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railway funded debt during the period of this study. In
addition to the funded debt shown above, railroads in
the United States had outstanding on December 31,
1937, 2.16 billion of nominally issued or nominally out-
standing funded debt, held by or for steam railways.

The importance of long-term debt in railway finance
is evident when compared with reported raitway capital-
ization, investment, and income. In 1937, long-term
debt accounted for 57 percent of railway capitalization
of 23.1 billion dollars, consisting of 10 billion in capital
stock and 13.1 billion in long-term debt. Investmentin
railway property, as reported by the railway companies,
amounted to 26.6 billion.

Total income of railroads available for interest and

other charges in 1937 equaled 731 million, against which
there were interest and other charges of 614 million, not
in¢luding 12.9 million contingent interest on income
bonds, leaving net income, after charges, of 117 million.
In 1936 and 1935, net income after all charges, except
‘contingent interest charges of approximately 13 million,
“amounted to 194 and 24 million, while there was a deficit
“of 20 million in 1934. These figures cover 2ll classes of
‘steam railways considered as a single system, including
switching and terminal companies. The ratio of total
income available for interest on funded debt to such
charges was subjectin the years covered to wide varia-
tion, depending largely on general economic conditions,
while the ratio of funded debt to railway capitalization
and to investment experienced only a slight change,

Industrials.

Long-term industrial debts declined slightly more
‘than 1 billion dollars during the 1934-37 period from
8.80 billion in 1934 to o year-end total of 7.76 billion
in 1937. A large part of long-term industrial debt
consists of the debts of corporations engaged in manu-
facturing, mining and quarrying, agriculture and related
industries, construction, and trade. Tn 1935, the latest
year for which a break-down is available, the debts of
the 248,885 corporations engaged in these industries
aggregated 6.8 billion, or slightly more than 80 percent
of total long-term industrial debts outstanding in that
year. .

The debts of 40,093 corporations performing some
class of service aggregated 3.5 billion in 1935. Of this
sum, an estimated total of 2 billion * represents the
debts of corporations owning and operating hotels,
restaurants, office buildings, and apartment houses,
which in this study are included in urban real-estate
mortgage debt. The remainder of the debt, amounting
to 1.5 billion, consists of the debts of corporations
engaged in motion-picture production, and in the oper-
ation of theaters, health and pleasure resorts, laundries,
ete., and is included in industrial debt.

1 The estimated volums of real-cstate mortzage long-torm debts appearing in the
debt totals of scrvice corporations is based on an analysis of the transfers of real-pstate

mortgage corporations by the Burcau of Internal Rovonne from the finenes to tha
servieo clossifieation doring 1082-35.
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Debt reduction resulting from corporate reorganiza-~
tions was a substantial factor in the decline of industrial
long-term debé during the 1934-37 period, A special
apalysis of the 871 industrial corporations, selected
without reference to their solvency, disclosed that 79
were in receivership during all or a part of this period.
Of the corporations in receivership, 68 were reorganized
by the end of 1937. Due principally to the terms of
reorganization, outstanding long-term debt was reduced
from 511 million dollars to 275 million, a decline of 48
percent. This compares with 2 decline of only 8 percent
in outstanding long-term debt of the 792 solvent com-
panies for the 3-year period.

Tlotations of long-term securities ! to provide new
capital, while not large enough to offset debt retirement,
rose from 28 million in 1934 to 176 million in 1935, to
254 million in 1936, and to 339 million in 1937. These
sums include all issues offered publicly and those placed
privately on which information was obtainable. In
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Figure f.—Percentage Distribation of Estimated Long-Term Debt, by
Major Classes.,

addition to the above, many of the smaller industrial
corporations, as disclosed by an examination of the
financial statements of approximately 1,200 corpora-

| tions, made loans typically of 1 to 5 years' duration

with banks and others. These loans augmented new
long-term borrowing of industrials by approximately
30 percent.

In 1935, industrial capital assets, consisting of land,
buildings, snd equipment, less depreciation and deple-
tion, aggregated 34 billion dollars, or four times the in-
dustrial Iong-term debt of 8.38 billion; while total assets
of 87 billion exceeded long-termm debt tenfold. The
relative importance of long-term debt to equity is
indicated in the comparison of long-term debt with a
capitalization of 63.3 billion, composed of 7.6 billion of

4 A3 complled by the Commergial and Financial Chronicle, Industrial bend and

note flotatfons, including refundings, totaled 300 millton dollers In 1934, 650 milllon
1n 1935, 946 mlliion in 1826, 2nd 471 miltion in 1037,
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preferred stock, 33.8 billion of common stock, and 21.9
billion of surplus and undivided profits.

Lack of uniformity in aceounting practice and varia-
tion in the appraisal of certain classes of assets make
the above comparisons of limited value, but they do
serve as general indicators of the important relation-
ship between debts, assets, and capitalization.

Public Utilities.

Long-term. public-utility debts increased 277 million
dollars during the 1934-37 period from 13.59 billion in
1934 to & year-end total of 13.87 billion in 1937. While
public-utility bond and note flotations to raise neéw cap-
ital continued in relatively small volume, they showed
a growth from 49 million in 1934 to 82 in 1935, 119 in
1936, and 145 million in 1937. Refunding operations—
partly to replace maturing issues, but principally to
obtain lower rates of interest—reached their peak in
1938, when refundings totaled 1.5 billion, as compared
with 109 million in 1934, 1.16 billion in 1935, and 567
million in 1937,

Of the total long-term public-utility debt outstand-
ing in 1935, electric light and power companies ac-
counted for 6.73 billion, or 49 percent. Three other
classes of utilities had a considerable volume of out-
standing debt. Electric-railway transportation com-
panies ranked second, with 2.48 billion; telephone and
telegraph companies third, with 1.45 billion; artificial
and natural gas concerns fourth, with 914 million; water
transportation and related industries, 309 million;
cartage and storage, 225 million; pipe lines, 225 million;
autobus lines and taxicab companies, 39 million ; aerial
transportation, 10 million; radio broadeasting, 3 mil-
lion; and miscellaneous public utilities, 1.12 billion.

Public-utility capital assets, as reported by the
companies, aggregated 26 billion dollars in 1935, or
approximately twice the long-term debts outstanding.
Total assets equalled 40 biilion, or nearly three times

long-term debts. While not intended as more than.

# rough comparison, the ratio of long-term debis to
total assets is higher for public utilities than for indus-
trials, but somewhat lower than that of railroads.

Farm Mortgages.

Farm-mortgage debt declined 1.56 billion dollars, or
17 percent, from o near all-time high of 9.21 billion at
the end of 1929 to 7.65 billion at the end of 1934, Dur-
ing this period, debt reduction through retirements
out of income was greatly augmented by liquidation
of debt through foreclosure or sssignment of title to
the mortgageholder. Distress transfers rose from 21 to
54 per 1,000 farms between 1929 and 1932, but declined
sharply following the passage of the Emergency Farm
Mortgage Act in May 1933. Many loans in difficulty
were refinanced by the Federal land bank and the
Land Bank Commissioner, The Ewmergency Farm
Mortgage Act of 1933 empowered the Land Bank Com-
missioner to make loans on a basis somewhat more
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liberal than those made by the Federal land bank.
Distress transfers fell to 28 per 1,000 farms in 1934, and
became & lesser factor in debt reduction as they de-
clined further to 18 per 1,000 farms in 1937. Farm-
mortgage debt continued to decline from 7.65 billion
in 1934 to 7.08 billion in 1937, the smallest farm-
mortgage debt in more than 17 years.

Additional light is thrown on farm-mortgage debt
reduction by the volume of farm real estate acquired
by the Federal land bank, Federal Farm Mortgage
Corporation, joint-stock land banks, life-insurance com-
panies, and three State credit agencies.® These agencies
held property valued at approximately 200 million at
the end of 1929. This increased to 840 million in 1934
and to slightly less than 1 billion in 1937. Valuation
of the acquired property was based principally on the
amount invested by the lenders. TFarm property held
by these agencies at the end of 1936 was placed at
28,145,325 acres. These figures do not fully reflect the
total volume of farm properties acquired, since they do
not include the volume of properties disposed of during
the period. On December 31, 1937, loans held by the
Federal land banlk on which there were delinquent
installments were 285 million dollars.

Important shifts in the volume of farm mortgages
held by leading lending agencies occurred from 1929
to 1937. As presented in table 3, holdings of the
Federal Land Bank and Land Bank Commissioner
inereased markedly—from 13 percent of all outstand-
ing farm-mortgage debt in 1929 to 33 percent in- 1934
and 40 percent in 1937. Life-insurance companies,
on the other hand, held only 18 percent in 1937, as
compared with 23 percent of a much larger total in
1929. The remaining lender groups, consisting of
joint-stock land banks in process of liquidation since
May 1933, banks, morigage companies, State credit
agencies, endowment and educational institutions, in-
dividuals, and miscellaneous lenders, held 47 percent of
the 1937 total, compared with 64 percent of all out-
standing farm-mortgage debt in 1929,

Farm lands and buildings were estimated by the
Burean of Agricultural Economics to have a value of
32.9 billion dollars in 1934, or slightly more than four
times the farm-mortgage debt of 7.65 billion then out-
standing. This compared with an estimated value of
35.7 billion for 1937, or five times the farm-mortgage
debt of 7.08 billicn outstanding in that year, indicating
a declining ratio of debt to value of farm property
during this period. The ratio of debt to value of
mortgaged farms is considerably higher, however, since
the value of farm lands and buildings free of debt is
included in the foregoing estimates. The ratio of debt
to value of mortgaged farms operated by full owners
equaled 50.2 percent in 1935.°

5 Qutslanding Farm-Meortgage Loans of Leading Lending Agereies, by Normen
I. Wall, Burean of Agricultucsl Economics, p. .
& Table 7, p. 12, of & coopacative survey of the Bareau of the Census and the Burean

of Agrienltura]l Economics entitled "' Form-Mortzage Indebtedness in the Unltad
States.”
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Table 3.—Estimated Farm Mortgage Debt Held by Princlpal Leading
Agencies, 1929, and 1934-37

[Iz millions of dollarz]

1920 1934 1935 1926 1937
Landing agencies - - I - .
o s|Elz|21s|2|s|8lg|k
BlE|8|&|A[R|A]|E|&|&
Federal land bank and
Land Eank Commis- SWL
sioner. 1, 186| 12.0[2, 502 32 7|2, 854] 38.1|2, 9. 82, 836] 40.0
Jojnt-steck land benks.. .- 627 6.8 23 3.3 1ve} 2.3 1331 1.8 104 L&
Life-insurance companies__|2, 105| 22 81, 250] 16 8{1,055 14.1| o3qf 129 895 128
Ogan State and pational
ADKS. e tv o mm e 19450 10.3] 490] 8.5 6.5 4381 6.v 501 7.1
Etate credit egensies f. ... e Lol e 1 48 .8 33 .8 25 .4
Individuals, endowments, K
educational institutfons,
and pthers_ o oooeoeooeees 4, 268 46. 2|3, 067| 4002, 79| 38. 4|2, 776| 38. 32, 721 384
Tota! larm-mortgage
debto. oo |8, 224100 0)7, 645|100, 017, 500| 100. &Y, 255|100, |7, 0221100, ¢

1 Fimares are (or 1930,
i Rural Credit Board of Scutb Dakota, Bank of North Dpkota, and Department
of Rural Oredit of Minnesota,

Hource: Adapied from reports on farm-morigage debt by Donald C. Horton and
E, J, Engnuist, Jr, in the May 1938 and the ﬁovembar 1938 jssues of the Agricnl-
tural Fioance Review,

Urban Real-Estate Mortgages.,

Continuing a trend in progress since 1930, urban
real-estate mortgages secured by one-family to four-
family urban or nonfarm homes declined 840 million

dollars from 18.14 billion in 1934 to 17.30 billion in.

1937, As presented in table 4, the lending activities of
the several lending agencies in the real-estate mortgage
field varied widely during this period. The annual
volume of loans of the Home Owners’ Loan Corporation,
created in 1933 to refinance distressed home mortgages,
fell from 2.1 billion in 1934 to only 154 millien in 1936
and 27 million in 1937, Improved finaneial conditions
and the expirstion of the lending power of Home
Owners’ Loan Corporation were responsible for this
decline in lending activity. Conversely, the volume of
loans made by the remaining classes of lenders increased
yearly from 1934 to 1937.

Foreclosures, as measured by an index covering 75
metropolitan communities, rose from 100 in 1926 to
395 in 1933, and fell to 370 in 1934 and to 205 in 1937.
Based on a somewhat larger survey, the rate of fore-
closures averaged 6.8 per 1,000 nonfarm dwellings in
the year ended July 31, 1938. Some pertinent data on
delinquencies may be obtained from the experience of
the Home Owners’ Loan Corporation ¥ with refinanced
home real-estate mortgages, This sgency closed
1,018,171 loans in the aggregate amount of $3,093,459,-
271 during the 3 years of its lending activities.®

Foreclosure actions totaling 97,835, or slightly more
than 9 percent of the homes refinanced, were authorized
up to June 30, 1937. In 88 percent of the foreclosures,
the foreclosure action occurred after delinquencies in
both principal and interest had run for more than 1 year,
and in 63 percent of the cases more than 18 months,

7 Anmnal Report of the Federsl Home Loan Bank Board, Jane 30, 1937,
I nddition, Home Owners’ Loan Corporation made approximately 5,000 supple.

mental loang for reconditioning to horrowers who had proviously received reflnancing
foans,
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with taxes unpaid. Since authorization of foreclosure

did not close redemption opportunities to borrowers, the

number of properties actually acquired amounted to

only 4.4 percent of the homes refinanced. Up to June

30, 1937, the Home Owners’ Loan Corporation had

acquired 44,859 properties, of which 2,373 had been sold.

The corperation reported a marked improvement in

the financial condition of the mortgagors for 1937, and

this was reflected in collections which averaged over

90 percent of billings. '

‘Table 4. —Estimated Outstanding Moertgage Loans on 1- to 4-family Urban
B ses o Stk Homes by Private tnd Gorvernmental Agoncies i the
United States, 193437

[z millions of doltars]

1034 1935 %36 1937
Ttem ]
Dent| P20 i pebt] Zer I Debt| Fer | Dent| For:
ODTITANDING MORTGAGE
1O .
Commercial banks, total__....] 1,188] 6.6 1,189 6.9 L 7.1| 400 8.1
Life-insurante corpanies....-.| 8.4| 1,351 7.6] L.3p5 7.5 1.330] .V
Muotopl savings banks_____....§ 3,000] 16.5| 2,850 15.B[ 2,750 15.8] 2,700| 15.6
Savings sndloan associations. _f 4,012 22.1] 3,467] 19, 5 2,381 19.3| 3.480| 20.1
Home Owners' Loan Corpora-
tiom, 2,209 I2.9 2,807 18.3 2,763 15 8] 4,388 13.8
Individmals and others, . ... 6,200 34.2) 6,000 33.8] 6. ODDi 34.5| 6,600| 34.7
Total, a1t lenders. .| 18,145 100.0[17, 754 100. 017, 408} 100.0[17, 308 100.0
MORTGAGE LOANS DURING
TEAR
Com -¢ial banks it a1 184 10 3| 1.1 855 1.5
Life-imsurance eompantes..__.. 14 . B 77 4.3 1 8.5 27| 10,9
Muiua] saviogs banks,-..ea--. 80] 3.0 80| 4.5 b.4| 132 6.5
Home Owners’ Loan Corpora-
tion 2,116| 785 7| 40.2] 154 8.3 271 1.8
Bavings and loan assocfatlons. .| 827] ¥ 0|  431] 24.0] 547 4 .1
Individuals and olkers. _____._ 0| 3.7 300 16,7 32.3] 600 20.7
Tota), oli lenders... ... 2, m| 100.0] 1, m| 100, ol 1,3591 100, o‘ 2, m‘ 100.0

Source: Home Loan Bagk Board, Divislon of Research and Statistics.

A survey ° of residential property in 52 cities indicates
that 58.3 percent of owner-occupied and 42.8 percent
of rented residential property was morfgaged, as of
January 1,1984. This survey further discloses that the
average ratio of mortgage debt to value of property
equaled 55.6 percent, for owner-occupied properties and
60.4 for rented properties. Debts, as here defined,
refer to principal only, and values represent the esti-
mated market value reported by the owners.

In addition to the outstanding urban mortgage loans
on one-family to four-family homes, there should be
added to the urban mortgage debt total the morfgage
debt secured by office, commercial, apartment, hotel,
and other urban property owned by individuals and
unincorporated enterprises, and the debts of those
real-estate mortgage corporations *° not included in the
industrial classification, estimated at 12.7 billion for
1934, 12.1 billion for 1935, 11.7 billion for 1936, and
11.2 billion for 1987. Debts of real-estate mortgage

¢ Financial Survey of Urban Housing. U, 8. Department of Commerce.

¥ Thera were 60,748 corporations with honded debt nnd mortgages of 5.04 billion
given s finkocinl classification in Interoal Revenus cotapilations for 1935, In addi-

tion, estimated bonded debt and mortgages of real-estate mortgage companins ¢lagsl-
fisd as service corporations totaled 2 bilijon in 1035, ’
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corporations, asmounting to 7.64 billon in 1935,
accounted for approximately 60 percent of this class
of urban-reslty debt in these years. Comprising 40
percent of private long-term debt, outstanding urban
real-estate mortgage loans of 28.5 billion in 1937 com-
prised the largest class of private long-term debt.

Federal, State, and Local Debt

The figures used fo state the size of the Federal
debt at any time depend to some extent on the precise
definition employed. The Federal-debt figures pre-
sented in table 1 consist of total interest-bearing debt
outstanding, amownting to 36.7 billion dollars on
December 31, 1937, Of this sum, 22.48 billion dollars
consists of bonds, 11.62 billion of Treasury notes, 1.95
billion of Treasury bills, and 655 million of certificates
of indebtedness maturing in 1938. There was out-
standing at the end of 1937 matured debt on which
interest had ceased equaling 99 million dollars, and
other debt bearing no interest, consisting of United
States notes, ete., amounting to 472 million. 1If these
sums are included, the total interest-bearing and non-
interest-bearing debt outstanding aggregated 37.27
billion dollars. If the net cash balance of 2.97 billion
dollars in the general fund is subiracted from the fore-
going total, the gross debt less the net balance in the
general fund amounted to 34.30 billion. Federal
agencies and Federal trust funds held, not including the
securities issued by Federal agencies, 3.18 billion dollars
of United States obligations as of June 30, 1937.

Governmental corporations and credit agencies bhad
outstanding as of June 30, 1937, 10.55 billion dollars of
interest-bearing securities. This tota! was one-hali
billion dollars under the pealk volume of 11.07 billion
outstanding in 1936, and somewhat less than 4 billion
above the 6.74 billion dollars outstanding in 1934.

At the close of the fiscal year 1937, 3.86 billion out of
& total of 10.55 billion dollars represented issues of the
Reconstruction Finance Corporation,”! and 3.65 and
3.04 billion represented issues of agencies of the Federal
Form Loan System snd the Federal Home Loan
System respectively. '

The United States Government owned 3.63 billion
dollars of these securities in 1937; in addition, the

1t Statistics here quoted are As of June 30, 1937. Subsequently, Pub, Mo, 432, 75th
Congress, 3d Session, approved Februsry 24, 1038, authorized “the Secretary of the
Trensury to cancel obligations of the Reconstruction Finance Corporation incurred in

supblying {ands for relied at tho autiorization or dicection of Congress, and for othor
purposes.”
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Federal agencies themselves held 1.16 billton, and
Federal trust funds 45 million, bringing the aggregate
Government holdings up to 4.84 billion dollars. The
remaining 5.71 billion dollars, of which 4.32 billion was
guaranteed by the United States Government, was held
by nongovernment investors.

State and local governmental units had outstanding,
as of June 30, 1934, interest-bearing debts (including
short-term losns, aggregating 18.82 billion. dollars, as
compared with 18.97 billion in 1935, 19.21 billion in
1936, and 19.15 billion in 1937.

‘Table 5. —Estimated Interest-Bearing Securities of Federal Agencies Out«

standiog, Amounts Held by the U. 5. Government, Federal Agencics
and Federal Trust Funds, and by Nongovernment Investors, 1934-37

[In millions of dollars]

Held by U. 5.
Total oat gggernlment. Held by
‘'otal oat- eral ageu-| nengovern-
Year eadod Fane 30 standing | _ cies, and ent o
Foderal trost | vestors
funds
1934 - 8, 135 3, 748 3,027
1635 10,177 4, 042 B, 225
19346 mm———— 1L 046 5,34 5,732
1937 10, 547 £, 835 5,712

Souree: U. B. Treasury, Division of Research and Statistics.

A total of 3.77 billion dollars of State and local
securities was held in State and local trust, investment,
and sinking funds, and a total of 528 million was held
by Federal agencies in 1937, leaving net ountstanding
issues of 14.85 billion dollars in that year.

As indicated in table 6, interest-bearing State debts
totaled 3.24 billion dollars, or 16.9 percent of all State
and local interest-bearing debt outstanding in 1937, as
compared with 2.83 billion outstanding in 1932, the
only other recent year in which a segregation of State
and local debts has been made. The debts of munici-
palities, comprising the largest part of local indebted-
ness, totaled 9.97 billion in 1937, as compared with
10.21 billion in 1932, The debts of counties and
school districts aceounted for the bulk of the remaining
interest-bearing State and local debt.

Non-interest-bearing short-term debis, consisting
chiefly of unpaid warrants, amounted to 227 million
dollars, and non-interest-bearing long-term debts,
composed in part of Federal loans to western irrigation
districts, amounted o 214 million dollars in 1937.-

1 Tha U. 8. Governmeat held State and local securities in the amount of 153 willion

dollars in 1934, 346 million in 1035, 422 willlon in 1936, and 52°% miltion in 1937,  {Anmual
Report of the Secretary of Trensury, Jaoe 30, 1937, table 51, pp. 466-465.)
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Table 6.—State and Locpl Intereat-Bearing and Non-Tntorest-Bearing
Debt, 1932 and 1937, Classified a8 to Long-Term and Short-Term
Obllgations !

£In millions of dallars]

Interest-beacing debt—tax- Nob-interest-bearing
oxempt securities dobt
Itam 1932 1037 1032 1937
-t - =3 £~
S5 888|558l
g 5 ] B g ] B 5
- & = a4 | < | & <A
Long-term debt:
State... - 2,608, 7] 14.6] 3, 0840 16. 9| oo foemmen]ommmm)oamnas
County. ... 2,806.0( 13.8] 2,297.8] 12 3|--anoo]emmeaa RN P,
Muni.pal... 9, 500.4] 53,5 2,495.1| SL9ennci]ocnana
Schaal dlsteict. .. -] L992.0] 3L 2| 1,723.8] 9.4 [N R
Other divisions__........| 1,378.4 7.9 LT3 9. 5' 130. % 100.0] 214 0| 100.0
Fotal .. 17,771.2] 100.0/18, 262. 4] 100.4{ 130.9| 100.0] 214, ¢] 100.0
254 1770 157.6] 17.7) 66.8| 20.0] 447
182,91 13.7 86.5] 0.6 43.11 12.0] 20.2
7184 53.5] 483.0| 54.3) 128.91 38,0/ 9L&
School distriet 157.0] 11.5 14G.5| 14.8) 26.7| 8.0 18 8§
Other divislons_ ... ... .- d4, 4| 3.3 23.0 2.8 68.4] 20.5| 52.4
00, & 100, 0| 333.9] 100.G) 227.7
16.9| 66.8] 14.I| 44.7 1
121 43.1] 9.1 20.2 L6
. 3 , DG, s2.11 128.H 27,20 9L Gl LT
. Bchool district... - 4% 1.3 1,864.3] 0.7] 26.% 56| 188 .3
Othar d(\{isions .......... I, 422.8 4| ETH.7] 9.2] 2053 44.0] 266. 4 .3
Total, - ooeeeens] 19, masl 1ou.o|19, 152.9 mo.ul 4738 mo.ol 441.7] 100.0

1'The data for §032 are the dabt statistles as reported by the Department of Com-
metes, Burean of the Census, in Finauncial Stacistics of State and Local Qoveraments,
1032, 'The dats for 1937 are based on & questionnaire survey of State and local dobts
conducted by the Treasury Department in cooperation with the Department of
Commeree, Bureau of the Census,

Interest Payable on Long-Term Debts

The concept of “Interest payable” as used in this
study is intended neither as o measure of interest actual-
ly paid nor as an indication of the rate of return or yield
of bonds and mortgages sold at various prices above or
below par. It is intended &o indicate, rather, the
amount of interest accruing and paysble under the
terms of the debt contracts. An interest total of this
kind is useful principally in that it indicates the volume
of fixed charges as compared with the national income,
weslth, and other elements in our national economy.
The “interest payable” totals do not include amortiza-
tion of debt discount and expense.

As indicated in table 1, estimated interest payable
declined in absolute amount yearly from 1934 to 1937
for each of the five classes of private debt. The small-
est decline in interest payable, as distinguished from
interest actually paid, occurred in railway debt, as a
result of an aJmost unchanged rate and a relatively
stable volume of debt. The largest annual volume of
interest, as well as the highest rate, was payable by
the urban resal-estate mortgage group, while the lowest
amount was payable on a relatively smaller total of
farm-mortgage debt. The lowest rate of interest pay-
able prevailed in the railway group, although the pub-
lic-utility rate, in declining to 4.71 percent in 1937, ap-
proached the average railway rate of that year,

Interest payable, as here defined, includes aceruals on
bonds in default. From an examination of the volume
of bond defaults given in table 7, it is evident that inter-
est actually paid was markedly less than the amount of
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interest payable called for in the contracts for each of
the groups shown.- Especially noteworthy is the rise in
the volume of railway bonds and notes in default of in-
terest from 99 millien dollars in 1929, to 2.77 billion in
1937, resulting in a widening gap between interest pay-
able and interest actually paid. Applying the com-
puted average rate of interest of 4.55 percent on rail-
way bonds for 1937 to railway bonds in default during
that year, defaults in interest may be calculated at ap-
proximately 125 million dollars, '

Table 7.—Corporate Bonds and Notes in Default of Interest
by Major Groups, 1929-37

(MTitHons of dollars]
: Puablic- : Urhan real | Total, all
Railway [ gy | Iodustrial | ¥ oqote classes

k] 36 L i1 452

6 285 104 137 622

260 a7l i) 328 1,304
411 795 658 735 2603
1,484 906 862 995 4,237
L 500 756 731 648 | 3, 644
2,580 673 684 572 4,315
2,710 361 06 409 4,336
2,774 504 552 202 4,002

Soures: Wall Street’Yourrnal, Jenuary 3, 1938,

Equally noteworthy is the rise in real-estate bond
and note defaults from 60 million in 1929 to 995 million
in 1933 and subsequent decline to 262 million in 1937.%
Unlike railway and many other bond defaults of this
period, defaults of real-estate mortgage bonds were of
relatively short durafion. The apnual real-estate
mortgage bond default totals, therefore, reflect to a
lesser extent than for railroads an accumulation of
defaults.

As presented in table 8, corporate bond and note de-
faults in interest totaled 4.09 billion dollars in 1937, as
compared with 4.39 billion in 1936, 3.64 billion in 1934,
and slightly less than half a billion in 1929.

A comparison of nationsl income produced with
interest paid out, as distinguished from interest
payable, is presented in table 8 for the years 1934 to
1937. These data show that the percent of interest
paid out to national income ranged from 9.7 percent in
1934 to 6.7 percent in 1937.

Table 8.—Ratio of *Interest Paid Out™ to “National Income

Produced™
[Tn millicns of dollars]
Percent of
Income Interest
b ircome

e8r produced !  paidentt [ o oaneey
1934 50,052 4,862 8.7
1935.. 85,1 4,725 &0
1936. .- - 63, 468 4,652 7.3
1937 .. J— 69, 817 4, 650 8.7

1 National Income in the United States, 1929-37, U. 3. Department of Commerce.

13 Estimatos of the volume of real-estate bond defaults are probably deficlent as &
total, 6nd 2re mainly vseful to lndleate trend. .

i “Interest payabie” indlcates more pearly the ocontbract interest diabilities on
debts, while *interest paid cut” represents, afier deduction of defaults, fotercompany
and other intermediate payments, the sum actually recsived by inaividuals or aggre-
gates of individusla, such as Jife-insurance companies, savings banks, bullding and
lonn pssoelations, and other organizations for collective savings,



